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1. ATTORNEY ROBERTO ALEMAN AND ARMANDO TERAN OF CONFEDERATION OF LATIN 
AMERICAN CREDIT UNIONS (COLAC) ADVISE THAT FORMAL APPLICATION FOR CON- 
CURRENCE IN OPIC GUARANTEE HAS BEEN MADE TO MINS TRY OF COMMERCE AND 
INDUSTRY (MCI) ON BEHALF OF U.S. CENTRAL CREDIT UNION (CENTRAL). WE 
UNDERSTAND FROM ALEMAN, HOWEVER, THAT UNLESS PANAMA WAIVES INCOME 
TAX AGAINST REMISSIONS OF INTEREST BY COLAC TO CENTRAL, LATTER WOULD 

BE 

RELUCTANT TO PROCEED WITH PROGRAM. TAX IS GRADUATED UP TO 45 PERCENT 
BUT 

AT ANTICIPATED COLAC LENDING LEVEL, TAX EXPECTED TO BE ABOUT 34 
PERCENT. 

2. MCI HAS INDICATED THAT EXONERATION OF TAX WOULD BE ACCEPTABLE TO IT, 

BUT THAT MATTER SHOULD BE TAKEN UP WITH AGRICULTURE MINISTER 
GONZALEZ. ALEMAN STATES ALSO THAT HE HAS PREPARED FOR CONSIDERATION BY 

LEGISLATIVE COMMISSION A DRAFT BILL WHICH IS DESIGNED TO EXEMPT PROGRAM 

FROM LIABILITY FOR TAX ON INTEREST REMITTED ABROAD. 
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3. IF CENTRAL IS UNDER IMPRESSION THAT ENTIRE INTEREST RECEIVED 
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FROM COLAC SUBJECT TO TAX, YOU MAY WISH TO POINT OUT TO IT THAT 
POSSIBLY ONLY INTEREST ON PORTIONS OF CENTRAL LOANS WHICH COLAC 
RE-LOANED IN PANAMA ARE SUBJECT TO TAX. THUS, SINCE COLAC PLANS 
TO RE-LEND MOST FUNDS TO FEDERATION MEMBERS THROUGHOUT LATIN 
AMERICA, MOST OF INTEREST WOULD APPEAR TAX EXEMPT. I DISCUSSED 
THIS ASPECT OF TAX ON INTEREST WITH LOCAL BANK WHICH HAS 
FINANCE COMPANY LOCATED IN PANAMA, THE OPERATIONS OF WHICH ARE 
LARGELY OFFSHORE. BANK'S OFFICER CONFIRMED EXEMPTION OF THAT 
PART OF INTEREST REMITTANCES TO FOREIGN LENDER WHICH CAN BE 
ATTRIBUTABLE TO FUNDS RE-LOANED ABROAD. HE STATED THAT SEPARATE 
ACCOUNTS ARE KEPT FOR TAXABLE AND NON-TAXABLE INTEREST EARNINGS. 

4. IN VIEW OF DELAY RESULTING FROM QUESTION OF TAX ON INTEREST 
AND CENTRAL S CONSEQUENT RESERVATIONS, AND OF CENTRAL'S RELIANCE 
ON COLAC AND ALEMAN FOR SUBMISSION OF FORMAL APPLICATION TO MCI, 

I HAVE HELD OFF ON FOLLOW-UP TO MY LETTER TO VICE MINISTER ON 
PROGRAM. 

JORDEN 
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